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LAND TENURE REFORM AND DEMOCRACY 



NOTWITHSTANDING the fact that there is still preva- 
lent in the minds of most Americans the lofty senti- 
ment that " all men were created equal," it requires 
only a modicum of casual observation to convince one that 
the famous Jeffersonian dictum is, unless liberally construed, 
substantially untrue. There is perhaps a greater degree of 
equality in men at the time of their birth than in subsequent 
years, but even from the beginning there are differences in op- 
portunity and natural talents which lead to inequality in educa- 
tion, possessions, and social standing. On this point, however, 
it would be unfair to criticise Jefferson severely. One can ap- 
preciate his doctrine of equality without fully accepting it. 
For it is a truism that men's views are moulded in part by their 
economic environment — the conditions under which they make 
their living. These conditions, in Jefferson's time, were ex- 
tremely favorable for the development of a spirit of equality. 
Land was the predominant form of wealth and it was abundant; 
all were free to become landowners ; and while there was un- 
doubtedly a certain inequality in material possessions, there was 
nevertheless an approximate equality in opportunity. 

That the American spirit of democracy was originally the 
product of equality in opportunity and economic independence 
rather than the result of a blind belief in the inherent equality of 
men, can scarcely be questioned. And for a time at least, the 
continuance of this spirit was insured by the same conditions 
which had been responsible for its origin. The existence of a 
large supply of unoccupied land, coupled with the adoption of 
a liberal policy for its settlement, gave to agriculture a foremost 
place in the nation's business, and to farmers a stamp of inde- 
pendence and equality to be found in no other occupation. 

As a class the American farmer was of a totally different 
type from the European peasant. His life was that of a pio- 

53 



5 4 POLITICAL SCIENCE QUARTERLY [Vol. XXXI 

neer, spent in comparative isolation. He seldom saw his 
neighbors, if he had any, but strangers were always welcome. 
In his reckoning of character present worth counted for most, 
antecedents for least. Moreover, with his Bible and his ax he 
was well-nigh self-sufficient. He paid no rent to an absentee 
landlord, nor looked to charity when overtaken by misfortune. 
He was essentially a home builder and a home owner, a farmer 
rather than a proletarian, who enjoyed the full product of his 
own labor. " Such men," wrote Jefferson, " are the true repre- 
sentatives of the great American interest, and are alone to be 
relied on for expressing the proper American sentiments." 

No less marked in significance was the effect which the land 
supply had upon the welfare of the laboring classes. On the 
farm the labor problem was acute. Few there were who cared 
to work in the hire of another when it was possible for one to 
become his own master on his own land. Likewise the frontier 
offered a life of independence to those who found the condi- 
tions of employment in the factory and workshop unpromising 
or intolerable. To have been born in the ranks of a wage- 
earning class was no severe handicap. One could easily rise 
above the status of " low birth." Laborers had an alternative 
of economic independence by virtue of which employers were 
constrained to recognize efficiency as it appeared and to grant 
an early preferment to those worthy of further employment. 
It is little wonder, therefore, that the wages of American laborers 
have been high. Conscious of their ability to rise, however 
humble in origin, they have had ambition and incentive which 
in turn have reacted favorably upon their productive powers 
and the scale of labor remuneration. 

II 
In the sense that its citizens were free to become their own 
masters, the United States was, during the first century of its 
existence, truly a " free country." But with the rapid settle- 
ment of the West under the Homestead Law — which marked 
the climax of the policy of favoring the actual settler — the con- 
ditions giving rise to that freedom and equality were destined 
to run their course. By 1890, in fact, the best lands had been 
taken up, and the supply of free land practically exhausted. 
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In recent years a change in the form of land tenure has 
gradually been making its appearance. The percentage of farms 
operated by their owners is, for the United States as a whole, 
declining. Although this change became apparent long ago in 
some of the older states, where on account of a certain im- 
mobility on the part of farmers the status of tenancy was 
deemed preferable to the isolation and hardships of frontier 
life, it is only within the last twenty-five years that tenancy 
seems to have made great headway. In some sections of the 
country the decline in the percentage of farms operated by 
their owners has been nothing short of precipitous. According 
to the Thirteenth Census of the United States, 0.7 per cent of 
the farms in Oklahoma in 1890 were operated by tenants; by 
1910 the percentage had risen to 54.8. In Kansas the per- 
centage of farm tenancy increased from 16.3 in 1880 to 36.8 
in 1 9 10. A similar increase is recorded for Nebraska during 
the same period. These are comparatively new states, where 
one would expect to find a high percentage of ownership, but 
the increase in the number of owned farms in the less fertile 
portions of the western counties has not been sufficient to 
counterbalance the rapid increase in tenancy in the older sec- 
tions. In states like Iowa and Illinois, well developed and long 
settled, the transition from ownership to tenancy has steadily 
advanced until at the present time there are several counties in 
which more than one-half the number of farms under cultivation 
are operated by tenants. Finally, in Alabama, Arkansas, 
Georgia, Louisiana, Mississippi, South Carolina and Texas, 
less than one-half the number of cultivable farms are operated 
by their owners. 

The reasons for this transition are fairly obvious. Land is 
no longer free. The young man who aspires to land owner- 
ship can no longer depend upon the generosity of the federal 
government. On the contrary, if he has only his hands to 
work with, he is obliged to spend a number of years in appren- 
ticeship, either as a farm tenant or laborer, in order to acquire 
sufficient from his earnings to become his own master. In 
spite of natural handicaps many succeed eventually in acquiring 
farms, but a number of causes have combined to render that 
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success problematical if not altogether unprofitable. Land has 
come to have a speculative value. Owing to the exhaustion of 
the supply of free land and the rapid rise in the prices of farm 
products during the last fifteen years, there has been a phe- 
nomenal increase in land values, and a growing confidence, 
borne out by past experience, that the ownership of land is 
equivalent to the certainty of an unearned increment. All 
classes indeed have contributed to the speculative spirit. The 
prosperous landowner, on realizing a surplus from his farming 
operations, has found it more profitable to invest his funds in 
additional land than to attempt to increase the productivity of 
the land he already possessed. Likewise, merchants, bankers, 
and private investors, equally aware of the possibilities attached 
to land ownership, have discovered in land acquisition a 
pleasant and profitable avocation. Much of the land so ac- 
quired has naturally been turned over to tenants (many of 
whom are wholly incompetent) for a cash rental insufficient in 
some cases to meet the annual tax levy. 

The result of this general speculative activity has been to 
raise the value of land far above any investment valuation that 
could be made on the basis of present productive capacity. 
Land which yields a cash rent of $3 per acre may sell for con- 
siderably more than $100. When the cost of borrowing on 
farm-mortgage security is from 6 to 7 per cent, the natural re- 
turn from the land is less than one-half the expenses that would 
be incurred by the prospective purchaser. Thus land specula- 
tion, even though the land be cultivated, has given rise to a 
ratio between farm earnings and expenses extremely unfavor- 
able to ownership by the actual cultivator. 

Ill 

So long as this ratio continues, tenancy may be expected to 
go on increasing. The period of apprenticeship which the man 
of small means must serve preliminary to land ownership must 
continue steadily to grow longer. This is a situation not to be 
viewed with complacency. Face to face with the prospect of 
life-long tenancy, the young farmer of ambition and enterprise 
is likely to abandon the occupation of farming for the higher 
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money wages and more attractive social life of the city. The 
gradual decline in the population of many rural communities 
bears witness to the strength of this tendency. The most vig- 
orous blood has been irreparably lost. Those who have re- 
mained on the soil without the vision of economic independence 
have fallen victims to an enervating environment. There has 
already developed a type of American tenant not far removed 
in intelligence and mode of living from the level of European 
peasantry. Moreover, as a system, farm tenancy is wasteful. 
The tenant depletes the soil, neglects the maintenance of farm 
buildings, and manifests little interest in the application of 
scientific principles to agriculture. Having no permanent ties 
to the community in which he lives, he is unconcerned with the 
betterment of roads, the improvement of educational facilities 
or the development of a wholesome community life. These 
landmarks of tenancy are not easily destroyed. 

Finally, experience has shown that a system of tenant farm- 
ing gives rise to endless friction between the tenant and land- 
owning classes. Sooner or later absentee landlordism becomes 
the rule. The relation between owner and tenant becomes 
what Carlyle would have called a "cash nexus," necessitating 
continual and unfriendly adjustment. These conditions militate 
strongly against the spirit of American institutions. Concur- 
rently with the growth of absentee landlordism, rural population 
is divided into classes, landlords and landless, and there arises 
an inequality in opportunity directly opposed to a democracy 
of equality and independence. 

In a democracy, then, the ideal form of land tenure is owner- 
ship. Opportunity to acquire and the right to possess hold for 
the young man a certain magic which makes for initiative, 
independence, and citizenship. Unlike the farm tenant, the 
cultivator who owns his own farm is interested in the welfare of 
his community and the maintenance of property rights. The 
contrast is tersely expressed in the well-known sentiment, "Any 
man would die for a home, but who would die for a boarding- 
house? " Even socialists, strong in their advocacy of collective 
ownership of all the instruments of production, find difficulty in 
arguing out of existence the social advantages to be derived 
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from a system of limited holdings. Indeed, in some of the 
writings of modern socialists there is a tendency to withdraw 
from the old extreme position and to grant the desirability of 
small land proprietors. Only through some such concession in 
doctrine can the socialist appeal arouse any interest among the 
millions of small farm owners. 

Private ownership of agricultural land, where the land is held 
as the property of the cultivator, does not give rise to great 
inequality. On the contrary, it fosters that spirit of equality 
and independence so essential to the welfare and content of the 
rural classes. In short, landowners who cultivate their own 
farms are the best type of agricultural workers. Like Jefferson's 
" cultivators of the earth," they " are the most valuable citizens. 
They are the most vigorous, the most independent, the most 
virtuous, and they are tied to their country and wedded to its 
liberty and interests by the most lasting bonds." 

IV 

There are various ways of attacking the tenancy problem in 
a democracy. According to one time-honored plan the state, 
as the guardian of its citizens, would enter extensively into the 
business of acquiring land and, as the sole landowner, would 
reduce all farmers to the status of tenants. The advocates of 
this plan claim, among other things, that it would overcome the 
vexatious relations that are likely to arise between the farm 
tenant and the private landowner. Others who have not com- 
pletely lost faith in the institution of private property would 
offer a variant and less radical proposal, in effect, that the state 
should lease the land so acquired in small holdings to cultivators 
on terms that would render ultimate ownership possible. 

The latter method was adopted in a small way in Great 
Britain in 1908 with the passage of the Small Holdings and 
Allotments Act. In that country the value of land has come 
to be excessive on account of the social position which owner- 
ship affords, and tenancy has long been the characteristic form 
of land tenure. According to the terms of the Act, designed 
partly to mitigate the tenancy evil, the government is author- 
ized to acquire, under certain conditions, that portion of any 
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farm in England or Wales in excess of fifty acres and to sell or 
lease it to a farmer or laborer who desires land for the purpose 
of cultivation. If the owner and the government can not 
agree as to what constitutes a fair price for the land, the gov- 
ernment may acquire control of it compulsorily. 

The effect of this drastic measure has been to make the 
ownership of large estates less attractive by actually destroying 
a certain portion of their capital value. Several members of 
the peerage have been intimidated into converting their ances- 
tral estates into cash lest the government should adopt even 
more stringent measures looking toward complete land nation- 
alization. Incidentally, the outlook of the British tenant has 
been substantially improved. From year to year there has 
been a steady increase in the number of small holdings. As 
an effective program for land-tenure reform the scheme is full 
of suggestive features, but its adaptation to American conditions 
would, in the minds of most students, be too radical a venture 
to merit serious consideration. 

A second possible means of reform might be found in the 
use of the tax weapon. If a special tax, say one per cent, were 
imposed on land not operated by the owner, it would check the 
growth of absentee landlordism. If, in addition, a progressive 
tax were imposed on all holdings above a certain minimum 
value, it would tend to discourage land speculation — one of the 
primary causes of farm tenancy. There seems to be a strong 
need for such taxes. For although absentee landlordism has 
not yet become a positive menace to the democracy of rural 
life, the movement toward concentration in ownership, growing 
out of the speculative character of land values, is indicative 
evidence that the problem will soon emerge. So long as the 
value of land continues to rise, the owners of large estates will 
be extremely loath to part with their holdings. And if per- 
chance they find the acquisition of additional land to be a 
burdensome investment in their own generation, they can derive 
abundant consolation from the assurance that their children will 
fall heirs to a valuable legacy — sufficient soil to support a 
healthy family tree ! Large farms so bequeathed are not likely 
to be cultivated by the beneficiaries. 
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A progressive land tax together with a special tax on absen- 
tees would, if properly administered, have a remedial effect on 
the tenancy problem. By discouraging concentration in hold- 
ings and by reducing the speculative value of farm lands, it 
would tend to readjust the ratio between farm earnings and ex- 
penses so that the ownership of land would not be beyond the 
reach of the actual cultivator. But it is highly improbable that 
any such measures could be effectively carried out in this 
country. The use of the tax weapon for the purpose of social 
or economic reform has always been attended with difficulties 
well-nigh insuperable. A progressive land tax is especially 
difficult to administer. If it is imposed expressly for the pur- 
pose of breaking up large estates, it may easily be evaded. 
Moreover, it could be imposed in the United States only by the 
state governments which, in the past, have shown themselves 
utterly incompetent to cope with the problems involved in the 
administration of simple property taxes. Under these condi- 
tions it would be futile to hope for a general application of the 
tax remedy or, if applied, to expect the states to accomplish 
any practical or desirable results. 

V 
Finally, there are those who would attack the tenancy prob- 
lem through a reform in the land-credit system. It is rightly 
contended by the advocates of this reform that the present 
banking system, although meeting the needs of the commercial 
classes for whom it was evolved, is prejudicial to those who 
would acquire land from its earnings: first, because the rate of 
interest on long-term loans is so high in comparison with the 
natural returns from land as to place a premium on tenancy; 
second, because the customary term of farm loans is too 
short, necessitating frequent renewal and the payment of ex- 
cessive renewal commissions; and third, because the prevailing 
method of repaying a loan is ill adapted by nature to the busi- 
ness of buying a farm. In other words there is a demand for 
some new financial institution or system which will extend land 
credit to farmers on as favorable terms as have been accorded 
to the commercial and industrial classes by the national and 
state banking systems. 
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This proposal has met with very favorable consideration, 
although there is still much difference of opinion among its 
advocates as to the exact manner in which the reform should 
be undertaken. Some of the less conservative reformers would 
rely entirely upon a scheme of government aid. They would 
have the federal or state governments engage directly in the 
business of making long-term loans to farmers at a low rate of 
interest. Funds for this purpose would be provided through 
the issuance of bonds having all the outward characteristics of 
government obligations. In no other way, they claim, can a 
young farmer secure a rate of interest sufficiently low to make 
the ownership of his farm a practical certainty. On the other 
hand those who are opposed to a government subsidy of any 
kind, particularly one for the benefit of farmers, insist that 
there is need only for legislation that will provide new machin- 
ery for the mobilization of farm credit at the hands of private 
initiative. That is, they would rely upon the efficacy of pri- 
vately-owned institutions, operating for profit, to overcome 
the waste in the present system, thereby reducing the rate of 
interest. 

These views have found expression here and there in legisla- 
tive enactment. The American states have responded to the 
demand for land-credit reform with characteristic vigor. Nearly 
every state legislature which convened during the past legisla- 
tive year considered land-credit measures of one form or 
another. In seven states constructive legislation on the subject 
has been enacted. A certain unanimity pervades these laws. 
All provide ways and means for making long-term loans, re- 
payable by amortization, on the security of farm lands, and for 
the issuance of bonds on the collective security of farm mort- 
gages. There is, however, an ominous dissimilarity in the kind 
of machinery to be employed. Some provide merely for the 
formation of private competitive land-credit banks which will 
give greater mobility to funds seeking farm-mortgage invest- 
ment; others provide for the organization of a strong central- 
ized bank or for a program of minimum state aid. The latter 
type of law is obviously designed to reduce materially the rate 
of interest on farm loans. 
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There is undoubtedly a place for both kinds of legislation in 
the field of rural credit reform. Government aid should sup- 
plement rather than supplant private initiative. But this har- 
mony of interest is not contemplated in current legislative 
measures. There is about them a distressing irregularity of 
purpose which must be attributed largely to the failure on the 
part of those seeking to solve the land-credit problem to recog- 
nize the existence of two problems. There is a fundamental dif- 
ference between the credit needs of landowners and those of the 
landless. The former require long-term credit for the purpose 
of equipping the farm ; the latter need long-term credit in order 
to complete the purchase price of land. The adoption of any 
scheme purporting to treat both classes alike will leave the 
tenancy problem unsolved, irrespective of the kind of remedy 
applied. 

The problem of supplying landowners with adequate credit 
facilities should without question be left to private initiative. 
Experience has shown that private land-mortgage companies 
can, when reasonably well managed, succeed in supplying land- 
owners with the capital they require on terms that are mutually 
advantageous. The Pearsons-Taft Land Credit Company of 
Chicago, the oldest concern of its kind in the United States, 
and the Woodruff Trust Company of Joliet have made enviable 
records in this field. The latter institution, although only four 
years old and confined in its business to a very restricted terri- 
tory, now has outstanding bonds and guaranteed mortgages well 
over $600,000. It makes long-term loans, repayable by amor- 
tization, on agricultural lands at 6 per cent. This means that a 
borrower can extinguish a debt of $1000 in twenty years by 
making semi-annual payments of $43.26. On the combined 
security of the mortgages held in trust the company issues 
bonds to the public at 5 per cent and invests the proceeds in 
further agricultural loans. This process leaves a margin of 
profit sufficiently large to enable the company to pay liberal 
dividends to its stockholders. While the scheme has not greatly 
reduced the farmer's rate of interest, it has succeeded in re- 
ducing his cost of borrowing by relieving him of the necessity 
of paying renewal commissions. 
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It would be well for the states to follow the example set by 
Massachusetts, Utah, and Wisconsin, and enact laws providing 
for the organization of these companies, so regulating their 
formation and activities as to afford reasonable security to the 
holders of land-mortgage bonds. Legislation of this character, 
if supplemented by a revision of the foreclosure and exemption 
laws, would solve the land-credit problem for landowners. It 
would not, as some have thought, have any far-reaching effect 
on the welfare of the tenant classes. It does not strike at the 
cause of the tenancy problem. The credit problem of tenants 
calls for more radical treatment if land-tenure reform is the 
goal. 

VI 

It was probably an appreciation of this fact which has caused 
several states to attempt to reduce the farmer's rate of interest 
below the rate that can be profitably offered by private land- 
credit companies. In Missouri, for example, a law (to become 
effective December 1st if in the meantime it is ratified by the 
voters of the state under the "initiative") has been passed 
boldly providing for an appropriation of $1,000,000 from the 
state treasury. One half of this amount will be loaned to 
farmers at 4.3 per cent. The other half will be invested in 
bonds of recognized standing and allowed to accumulate as a 
reserve fund. On the security of this fund, together with the 
deeds of trust on hand, bonds will be issued by a central state 
institution and additional capital provided for long-term loans. 
The rate of interest paid by the farmer will be the rate paid by 
the land bank on the bonds. 

The Missouri law is a drastic attempt to solve all land-credit 
problems within the state. It treats the two problems as one 
and proposes to employ centralized state machinery as the only 
effective means of accomplishing the reform. This is an un- 
fortunate situation. For should a state succeed in reducing 
materially the rate of interest to all farmers it does not follow 
that the low rate of itself would cause any diminution in the 
percentage of farm tenancy. The immediate effect of a reduc- 
tion in the current rate of interest is to raise the value of land 
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The mere prospect, indeed, of witnessing an arbitrary reduction 
in the interest rate is cause for general animation among land- 
owners. With their speculative cupidity fully aroused they 
mortgage their land and acquire more, expecting eventually to 
convert their interest charges to lower rates and to realize a 
handsome profit from the advance in land values. This tend- 
ency appears whenever the promise of a low rate of interest is 
about to materialize. It is obvious, therefore, that legislation 
which promotes the spirit of land speculation is opposed to the 
interests of farm tenants. It would raise the value of land, 
further the movement toward concentration in ownership, and 
only aggravate the tenancy problem. 

About the only way in which a material reduction in the 
rate of interest can be made to serve the needs of the tenancy 
classes is by carefully restricting the conditions under which 
the low rate is to be granted so as to limit the borrowing power 
of landowners and speculators. Something of this kind has 
been attempted in the Oklahoma law of 191 5. Briefly, the 
law provides that the commissioners of the land office may 
issue bonds, bearing an interest rate of 5 per cent, on the 
security of certain state educational lands, and make loans to 
farmers at 6 per cent. Further issues of bonds bearing the 
same rate of interest may be made on the security of the 
mortgages held by the commissioners. The maximum loan 
that can be obtained by any one farmer is $2000 and then only 
on condition that he reside upon the land given as security for 
the loan. This feature of the law is excellent. The residence 
requirement and the rigid limitation on loans will virtually 
prohibit absentee landowners from benefiting by the low rate 
of interest. 

Thus far the Oklahoma law is the only one really designed 
to promote ownership. If no difficulty is experienced in float- 
ing the bonds, an almost inexhaustible fund will be available for 
tenant farmers at a rate of interest well below the rate that is 
current in the state. Much permanent gain would result from 
the successful administration of the law. But, in the opinion 
of the writer, the problem of land-tenure reform is one of such 
magnitude as to be beyond the scope of state legislation. 
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After all, state legislation on current problems is notoriously 
irregular and ineffective. Already the states have shown a 
disposition blindly to attack the land-credit problem. In view 
of the complex nature of this problem and its intimate rela- 
tion to the tenancy problem, a strong national policy seems 
desirable. 

The federal government is in a much stronger position than 
any one state to carry through an effective program. It could 
market its bonds to better advantage, grant a lower rate of 
interest to the landless man, and apply a uniform remedy 
to a common problem. Furthermore, the federal government 
should have precedence in this field of legislation by virtue of 
a function it has assumed in the past. For many years it was a 
liberal donor of the public lands. Its policy made for owner- 
ship and democracy. Now that the supply of free land has 
been exhausted, a program involving special aid to the landless 
man would be a logical continuation of that policy. 

Those who are opposed to this kind of government interven- 
tion need carefully to revise their understanding of the land- 
tenure problem. Eventually democracy will have its way, and 
it would be better to attack the tenancy problem in its infancy 
than to adopt retributive measures later on. Approximate 
equality in opportunity rather than in possessions is the goal. 
Whether this means socialism or a compromise regime is im- 
material. This much, however, is certain : to object to a well 
designed system of government aid on the ground that it is un- 
necessary is to discredit the desirability of democracy ; to con- 
demn it as " socialistic " is equivalent to paying one's compli- 
ments to socialism. 

George E. Putnam. 

University of Kansas. 



